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Overview

• The CPUC is considering adoption of transitional procurement
mechanisms to ensure generation resource adequacy.

• Several alternative procurement mechanisms have been
considered through a CPUC-sponsored workshop and
comment process.

• The purpose of this presentation is to provide an overview of
these alternative procurement mechanisms and to consider
whether they may have application to renewables projects.
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Joint Parties Transitional Procurement Proposal

Buildco Utility
All Customers

connected to Utility
Distco system

Utility conducts RFO and
enters into long-term PPA

 with Buildco

Costs of new generation
are allocated to all customers
(analogous to wires charge)

$/kw-mo$/kw-mo

RA value, net revenues from spot market sales

Joint Parties include:  SCE, PG&E, NRG, AES, and TURN.

Project
Fixed Costs

Project
Fixed Costs
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Investco Procurement Structure

Buildco Investco Utility
Distco

Wholesale
Market

Investco enters into 10-yr
hedge with Buildco;
enables Buildco to
 obtain financing

Utility flows-
through backstop
capacity charge

revenues to Investco

Utility collects
backstop capacity

charge
 from customers

Investco at risk for
recovery of market

value of energy & A/S

All Customers
connected to
Utility Distco

system

$/kw-mo
Energy & A/S

$/kw-mo $/kw-mo
$/kw-mo

RARA

Project
Fixed Cost
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Distco Procurement Structure

Buildco Utility
Distco

All Customers
connected to Utility

Distco system

Utility RFO Awards 10 yr
Energy Conversion Agreement

to Buildco

$/kw-mo

RA

$/kw-mo

$/kw-mo

Energy off-take

RA

Energy Auction -
awards 5 yr (or less)

Energy rights to Buyer

Energy
Buyers

Project
Fixed Costs
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Conclusions

• Credit quality is key to lower cost of capital

• Conventional utility procurement structures can
limit approaches to meeting credit requirements

• Intermediary structures may allow more flexible
credit arrangements
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Disclaimer

This material has been prepared specifically for you by the Trading/Sales Department and is
not the product of the Research Department.  We are not soliciting any action based upon
this material. Opinions expressed are our present opinions only.  The material is based upon
information which we consider reliable, but we do not represent that it is accurate or
complete, and it should not be relied upon as such.  Certain transactions, including those
involving futures, options and high yield securities, give rise to substantial risk and are not
suitable for all investors. We, or persons involved in the preparation or issuance of this
material, may from time to time, have long or short positions in, and buy or sell, the
securities, futures, options or other instruments and investments identical with or related to
those mentioned herein. Goldman Sachs does not provide accounting, tax or legal advice;
such matters should be discussed with your advisors and or counsel.  In addition, we
mutually agree that, subject to applicable law, you may disclose any and all aspects of this
material that are necessary to support any U.S. federal income tax benefits, without
Goldman Sachs imposing any limitation of any kind.  This material has been issued by
Goldman, Sachs & Co. and has been approved by Goldman Sachs International, which is
regulated by The Securities and Futures Authority, in connection with its distribution in the
United Kingdom and by Goldman Sachs Canada in connection with its distribution in
Canada.  Further information on any of the securities, futures or options mentioned in this
material may be obtained upon request and for this purpose persons in Italy should contact
Goldman Sachs S.I.M. S.p.A. in Milan, or at its London branch office at 133 Fleet Street.


